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OIL FUNDS 

REF: STATE 281356 

SUMMARY: 

AS DEPARTMENT AWARE KUWAIT GOVERNMENT, COMPANIES AND INDIVIDUALS 
AMONG MOST EXPERIENCED IN PROVIDING ECONOMIC ASSISTANCE AND IN 
INVESTING IN MIDDLE EAST AND ELSEWHERE. GOK HAS FOR SEVERAL 
MONTHS BEEN URGING US TO WORK TOGETHER IN OTHER COUNTRIES, AND 
VISITES BY EXIMBANK CHAIRMAN CASEY AND ASSISTANT SECRETARY PARSKY 
HAVE BEEN HELPFUL IN DEVELOPING COOPERATIVE FRAMEWORK. BUT EVEN 
IN KUWAIT PROCESS TAKES TIME GETTING UNDERWAY, AND TO DATE WE 
HAVE LITTLE ACTUAL EXPERIENCE WORKING TOGETHER. WE CONFIDENT, 
HOWEVER, THAT MUCH CAN AND WILL BE DONE. END SUMMARY. 

1. IN ANSWER TO QUESTIONS RAISED PARA 4-A REFTEL FOLLOWING INFO 
PROVIDED: MINISTRY FINANCE AND OIL: GOVERNMENT; ABD AL-RAHMAN 
SALEM AL-ATEEQI, MINISTER, OR KHALED ABU SU'UD, DIRECTOR OF 
INVESTMENTS. INVESTMENT CAN BE IN EQUITY OR DEBT, BUT IN TERMS 
TRIPARTITE PROJECTS GOK PRIMARILY INTERESTED IN EQUITY INVESTMENTS. 

IF DEBT INVESTMENT NEEDED, GOK INTERESTED IN FLEXIBLE INSTRUMENTS 
SUCH AS CONVERTIBLE DEBENTURES WHICH MAY ALLOW EVENTUAL EQUITY 
OWNERSHIP. UNLIKELY GOK WILL WANT MAJORITY SHARE IN PROJECT, 

BUT EACH SPECIFIC PROJECT WILL BE CONSIDERED SUI GENERIS. 

TOTAL COMMITMENTS UNKNOWN, BUT MINISTRY CAN BE CONSIDERED TO BE 
BEHIND ALL MAJOR KUWAITI LOANS AND INVESTMENTS THROUGHOUT 
WORLD. ONLY GEOGRAPHICAL LIMIT WOULD BE GOK POLICY NOT TO INVEST 
IN ISRAEL, SOUTH AFRICA OR RHODESIA. 

2. DEVELOPMENT AID FUNDS: THERE TWO MAJOR FUNDS BASED HERE. 

KUWAIT FUND FOR ARAB ECONOMIC DEVELOPMENT (KFAED) WHICH GOK 
AGENCY AND ARAB FUND FOR ECONOMIC AND SOCIAL DEVELOPMENT (AFESD) 
WHICH OWNED BY 20 ARAB GOVERNMENTS. LARGEST SINGLE OWNER IS GOK. 
KFAED DIRECTOR IS ABD AL-LATIF YOUSEF AL-HAMAD AND AFESD 
CHAIRMAN IS SAEB JAROUDI. THESE AGENCIES DO NOT INVEST IN LDCS, 

BUT THEY DO MAKE SOFT LOANS AVAILABLE. KFAED HAS LOANED TO 
NATIONAL INDUSTRIAL DEVELOPMENT BANKS. BOTH KFAED AND AFESD HAVE 
MADE SEVERAL INFRASTRUCTURE LOANS TO ARAB COUNTRIES DURING PAST 
YEAR WHICH ROUTINELY HAVE BEEN REPORTED BY EMBASSY KUWAIT. 

KFAED HAS WORLD-WIDE CHARTER BUT WILL CONCENTRATE ON ARAB WORLD, 
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AFRICA AND MUSLIM ASIA. AFESD LIMITED TO ARAB COUNTRIES. 

3. MAJOR INVESTMENT COMPANIES: PRESENTLY THERE ARE FOUR IMPOR- 
TANT INVESTMENT COMPANIES IN KUWAIT. (1) KUWAIT INVESTMENT COM- 
PANY (KIC), 50 PERCENT GOK OWNED, 50 PERCENT OWNED BY PRIVATE 
KUWAITI INTERESTS, CHAIRMAN IS BADER AL-DAOUD. (2) KUWAIT FOREIGN 
TRADING, CONTRACTING AND INVESTMENT COMPANY (KFTCIC), 80 PERCENT 
GOK OWNED, 20 PERCENT OWNED BY PRIVATE KUWAITI INTERESTS, 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 


MANAGING DIRECTOR IS ABD AL-WAHAB AL-TAMMAR. (3) KUWAIT INTER- 
NATIONAL INVESTMENT COMPANY (KIIC), 100 PERCENT PRIVATELY OWNED, 
MANAGING DIRECTOR IS SALEH FAHAD AL-MARZOUK. (4) KUWAIT REAL 
ESTATE INVESTMENT CONSORTIUM (KREIC), OWNED BY FIVE PRIVATE 
COMPANIES, GENERAL MANAGER IS ABD AL-LATIF KHALED AL-HAMAD. 

IN GENERAL COMPANIES WILLING CONSIDER EQUITY OR DEBT, BUT PRO- 
BABLY PREFER FORMER. KFTCIC HAS FOLLOWED PATTERN OF SETTING-UP 
PARTIALLY OWNED SUBSIDIARIES IN INDIVIDUAL LDC'S, AND SUBSIDIARIES 
ENTER INTO JOINT VENTURES WITH LOCAL INVESTORS. KFTCIC TENDS 
CONCENTRATE ON LDCS, AND KREIC IN ARAB COUNTRIES, MAINLY SYRIA 
AND EGYPT. KREIC LIMITED TO REAL ESTATE INCLUDING MAJOR COMMERCIAL 
REAL ESTATE VENTURES. OVER PAST YEAR KFTCIC HAS INVESTED IN 
JOINT VENTURES IN EGYPT, SUDAN AND SENEGAL, WHILE KREIC WHICH 
FORMED LAST SUMMER, SERIOUSLY PURSUING MAJOR REAL ESTATE 
INVESTMENTS IN SYRIA AND EGYPT. 

4. OTHER FINANCIAL INSTITUTIONS: IN ADDITION TO ABOVE THERE ARE 
SIX KUWAITI BANKS AND FOUR INSURANCE COMPANIES, BUT THEY ARE 
NOT SIGNIFICANT DIRECT INVESTORS. IT SHOULD BE NOTED THAT MINISTER 
ATEEQI WISHES TO ESTABLISH A KUWAIT INTERNATIONAL BANK WHICH WOULD 
BE SORT OF A KUWAITI EDGE-ACT FACILITY, AND THE LOCAL BANKS 
AND INSURANCE COMPANIES WOULD EACH OWN PART OF THE BANK. SO 
FAR, HOWEVER, THIS PROJECT HAS NOT GOTTEN OFF THE GROUND. THESE 
INSTITUTIONS ALONG WITH THE INVESTMENT COMPANIES AND THE GOK OWN 
THE NEWLY ESTABLISHED INDUSTRIAL DEVELOPMENT BANK OF KUWAIT WHICH 
MAY GET INTO INDUSTRIAL INVESTMENTS BY PRIVATE KUWAITIS OUTSIDE 
THE COUNTRY, ALTHOUGH IT SEEMS LIKELY THAT IN THE BEGINNING 
IT WILL HAVE ITS HANDS FULL IN KUWAIT ITSELF. IN ADDITION 
TO THE BANKS AND INSURANCE COMPANIES THERE ARE FOUR SMALL 
PRIVATELY OWNED INVESTMENT COMPANIES (I.E. MERCHANT BANKS): 

(1) INTERNATIONAL FINANCIAL ADVISORS (IFA); FAWZI SULTAN, 

CHAIRMAN; (2) NATIONAL TRADING AND INDUSTRIAL INVESTMENT COMPANY 
(NTH), KHALED SULTAN, CHAIRMAN; (3) KUWAIT FINANCIAL CENTER 
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(KFC), SHEIKH ALI SABAH SALEM AL-SABAH, CHAIRMAN; (4) ARAB 
FINANCIAL CONSULTANTS CORPORATION (AFCC) - UNDER FORMATION. 

IT SHOULD BE NOTED THAT ALL BUT NTH ARE OWNED IN PART BY AMERICAN 
INTERESTS. THESE INSTITUTIONS ARE TOO NEW AND SMALL SO FAR TO BE 
ABLE TO SAY MUCH ABOUT THEIR POLICIES AND PRACTICES, BUT THEY ARE 
GENERALLY INTERESTED IN FACILITATING KUWAIT INVESTMENT ABROAD, 
PARTICULARLY IN THE ARAB WORLD. 
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E5. IN REPLY TO PARA 4-B REFTEL WE WISH NOTE THAT 

THERE ARE SEVERAL WEALTHY LOCAL BUSINESSMEN WHO ARE INTERESTED 
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IN INVESTING IN LDC'S. THEY MAY OR MAY NOT OPERATE THROUGH 
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INTERMEDIARIES DESCRIBED ABOVE. SIMILARLY THERE ARE CERTAIN 
KUWAITI COMPANIES SUCH AS KNPC, KCFC OR OTHERS WHICH HAVE OR 
MAY IN THE FUTURE INVEST DIRECTLY ABROAD. THUS KUWAIT HAS 
ITS OWN MULTINATIONAL CORPORATIONS BASED HERE INCLUDING UNITED 
FISHERIES WHICH HAS INVESTED IN US AND AS FAR AWAY AS WEST AFRICA 
AND NEW GUINEA. ANOTHER POTENTIAL IMPORTANT SOURCE OF FUNDS 
IS OAPEC WHICH HEADQUARTERED HERE, ALTHOUGH OAPEC SYG TOLD US 
NEWLY FORMED ARAB PETROLEUM INVESTMENT COMPANY WILL BE BASED 
IN DAMMAM, SAUDI ARABIA. IT SHOULD ALSO BE NOTED THAT GOK 
AND KUWAITI INSTITUTIONS HAVE ENTERED INTO NUMEROUS FINANCIAL 
JOINT VENTURES OUTSIDE COUNTRY, AND THESE ORGANIZATIONS THEM- 
SELVES ARE POTENTIAL SOURCES OF FUNDS FOR TRIPARTITE INVESTMENTS. 

6. RE PARA 4-: REFTEL AS NOTED PREVIOUSLY BOTH GOVERNMENT AND 
PRIVATE KUWAITIS EAGER FOLLOW TRIPARTITE APPROACH NOT ONLY WITH 
US BUT WITH GERMANS AND OTHERS. THE BIGGEST PROBLEMS THAT HAVE 
BEEN MENTIONED INCLUDE RED TAPE AND BUREAUCRACY (EGYPT), IN- 
SUFFICIENT INFRASTRUCTURE (SUDAN), PRIMITIVE BANKING INSTI- 
TUTIONS AND LACK OF TELECOMMUNICATIONS TO FACILITATE FINANCIAL 
COMMUNICATION AND HOSTILITY TOWARD FOREIGN PRIVATE INVESTMENT. 
THESE PROBLEMS WILL HAVE TO BE OVERCOME IN A VARIETY OF WAYS. 
ALTHOUGH THE KUWAITIS THEMSELVES WERE BEHIND CREATION OF INTER- 
ARAB INVESTMENT GUARANTY PROGRAM WHICH IS NOW GETTING UNDER- 
WAY, THEY RECOGNIZE THAT A PROPER INVESTMENT CLIMATE CANNOT 
SIMPLY BE LEGISLATED. TOP GOK OFFICIALS AS WELL AS INDIVIDUAL 
BUSINESSMEN REALIZE THAT TIME WILL BE NEEDED IN PLACES LIKE 

THE SUDAN AND YEMEN TO DEVELOP ESSENTIAL INFRASTRUCTURE. KUWAITIS 
SEE SELECTED WESTERN INSTITUTIONS, INCLUDING GOVERNMENT 
INSTITUTIONS SUCH AS EXIMBANK OR OTHER APPROPRIATE GOVERNMENT 
INSTITUTIONS, AS ASSISTING BY BRINGING TO ATTENTION OF GOK AND/OR 
OTHER KUWAITI INVESTORS PROJECTS WHICH LEND THEMSELVES TO TRI- 
PARTITE APPROACH. IN ADDITION PARTICIPATION BY THESE INSTITUTIONS 
IN PROJECTS WILL BE LOOKED UPON AS INDICATING THAT PROJECT IS 
WORTHWHILE. FINALLY, KUWAITIS WILL WISH TAKE ADVANTAGE OF 
RESEARCH, ANALYSIS AND MANAGEMENT CAPABILITIES PRIVATE FINANCIAL 
INSTITUTIONS CAN PROVIDE. WE THINK GOK IN PARTICULAR WILL BE 
LEERY OF MANAGEMENT CONSULTANTS AND INSTEAD WILL FRET. MORE 
COMFORTABLE DEALING WITH A FEW VERY LARGE AND WELL KNOWN BANKS. 
GOK WILL PROBABLY ALSO BE INTERESTED IN ANY USG INVOLVEMENT 
EITHER THROUGH EXIM OR SOME OTHER AGENCY. NEVERTHELESS, SPECIFIC 
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ASPECTS OF EACH PROJECT WILL DETERMINE HOW IMPORTANT SUCH 
CONSIDERATIONS WILL BE. 

7. AS DEPARTMENT AWARE EMBASSY SHARES GENERAL KUWAITI ENTHU- 
SIASM FOR TAKING ADVANTAGE POTENTIAL INHERENT IN TRIPARTITE 
APPROACH. THERE SEEMS TO BE SOMETHING FOR EVERYONE WHEN KUWAITI 
CAPITAL, US MANAGEMENT/TECHNOLOGY AND EQUIPMENT AND THIRD 
COUNTRY RECOURCES ARE COMBINED. BECAUSE THIS APPROACH IS MUTUALLY 
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BENEFICIAL IN VERY PRACTICAL WAYS WE BELIEVE IT COULD RESULT 
IN CONSIDERABLY ECONOMIC AND EVENTUALLY POLITICAL BENEFITS FOR US. 
KUWAITI INSTITUTIONS WILL BE STRAINED AS LARGE SCALE INVESTMENT 
DEVELOPS, BUT THEY FORM THE BASIS OF A COMMUNITY OF FINANCIAL 
AND INVESTMENT ORGANIZATIONS THAT PROBABLY WILL BE ABLE TO 
FACILITATE INVESTMENT. HOWEVER, WE WOULD ENCOURAGE THEIR US 
COUNTERPARTS TO COME FORWARD WITH WHAT AMOUNTS TO OFFERS 
OF TECHNICAL ASSISTANCE. WE THINK US BANKS AND PERHAPS OTHER 
FIAN Cl AL/IN VESTMENT ORGANIZATIONS INCLUDING, PERHAPS, SELECTED 
USG AGENCIES SHOULD APPROACH APPROPRIATE GOK AGENCIES OR PRIVATE 
FINANCIAL INSTITUTIONS WITH MANAGEMENT, ADVISORY OR SIMILAR 
PROPOSALS. THIS HAS BEGUN. AS NOTED ABOVE, SOME US FINANCIAL 
INSTITUTIONS ARE MINORITY OWNERS OF PRIVATE INVESTMENT 
COMPANIES. IN ADDITION BANK OF AMERICA AND CHASE, MANHATTAN BANK 
MANAGE TWO BANKS HERE, WHILE CHEMICAL BANK WHITE, WELD-CREDIT 
SUISSE HAVE INDIVIDUAL ADVISORS HERE RESPECTIVELY WITH KIC AND 
KIIC. OTHER WELL KNOWN INSITUTIONS PRESENTLY SEEKING PLAY 
SOME ROLE HERE. 

8. COMMENT: BOTH FOR KUWAITIS AND FOR US TRIPARTITE INVESTMENT 
IS NEW PHENOMENON. APPEARS BROADER AND DEEPER FINANCIAL CO- 
OPERATION THAN HAS BEEN CASE UP TO NOW ABOUT TO BEGIN. WE SHALL 
HAVE TO REFINE AND REFORMULATE OUR VIEWS AND TECHNIQUES CON- 
TINUALLY AS WE GAIN GREATER EXPERIENCE AND AS RELATIONSHIPS 
BETWEEN USG AND GOK, AS WELL AS AMONG PRIVATE INSTITUTIONS, 
MATURE. 

STOLTZFUS 


LIMITED OFFICIAL USE 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: FOREIGN INVESTMENT, PETROLEUM, LESS DEVELOPED COUNTRIES, JOINT VENTURES, BUSINESS FIRMS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 06 JAN 1975 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: GolinoFR 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1975KUWAIT00047 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: D750004-0919 
From: KUWAIT 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1975/newtext/t1 97501 76/aaaacovj. tel 

Line Count: 304 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION TRSE 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 6 

Previous Channel Indicators: n/a 

Previous Classification: LIMITED OFFICIAL USE 

Previous Handling Restrictions: n/a 

Reference: 75 STATE 281356 

Review Action: RELEASED, APPROVED 

Review Authority: GolinoFR 

Review Comment: n/a 

Review Content Flags: 

Review Date: 13 MAY 2003 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <13 MAY 2003 by BoyleJA>; APPROVED <14 MAY 2003 by GolinoFR> 

Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
05 JUL 2006 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: TRIPARTITE INVESTMENT IN LDC'S UTILIZING MIDDLE EAST OIL FUNDS 
TAGS: EINV, EFIN, EAID, KU 
To: STATE 
Type: TE 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 



